1 



F'V 



f 



I (16' 

1 UMCLA5 

FOREIGN SERVICE DESPATCH 



ATa p ouch _ l WiLAS^ItSED 

l f*t of ivi (Security { Ijtitfuaitun) 



FROM 



4 J tM 



AaEBbassy , OSLO 



<*7 U 

~desp: no 



I T»tlS SPACE 

5 'f/t 

_^yv 



DO NOT TYPE IN 1 

0 3 2 6 Zeu /■> 

1 ' i>w ^ 



REF 



TBB DBPABTMENT OF STATE. WASHINGTON. Juac Ui 19X - 

k.^ o« / te/fri* 



—Mri_f„ t »!; z fi.r LL* a ^ 

- ■ • ----- 

f r ' _ ... , ..sm .. t/fr.fcim.TO AFWATT.'-i Tfl KCSttiHt 



subject: FI3IT OF Ci-IKKAN I2t.lt>!' tt r ECONOMIC AFFAIRS 10 ECRWAI 

V* 1 1 

£&.*tf , t!!rvl?lt of Pr, Uj4n iWH£ w I M«rwg on£r 22-25. 

tsiffararw.' “JUS ‘-•ar«r s* 

following the Minis tar*s principal address. 

For the Aabaasador: 

Harre/ WellMa* 
Counselor of Enbasey for 
Economic Affaire 

Enclosure: 

Translation of Excerpts from Oslo prase. May 23, 1956* 



Copies: AnEnbaeey, Bonn 

AmEebaasy, P rle for USROi 



(2) 



DECLASS IH ED AMD RELEASED BY . w -AX 

ISntLli'JX ' 6 EKE «£«C»RCOOROINATIONWITH_ i= ^a- 
MMK..III.. • 



I 



J 



HB V*nw » < tettr. 



L U ff'* T ...MftTV rtwB 



□ 



6 



3 



jj'„ ; TfX 



>X 



J 



'v£V 



•• ' 




1. 



* 



M 



UlXLASSIPlaD 

r- ■: ; - •) 



r v _ *_ 0 f 

y, 879- 

Frw... - OSLO 



Translation of Excerpts from Oslo press, Nay 23, 1953. 
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The moral and political forces behind the integration plans 
are so strong that no country dares take the responsibility for an i 

economic policy which would prevent the establishment of a European 

free trade area. It is my conviction that these forces are sufficiently i 

powerful in themselves to force througi a free trade area, the West- i 

German Vice-Chancellor and Minister of Economic Affairs, Professor i 



Or. LU1A.IG f.ilHARD stated at a meeting in Oslo yesterday. The meeting t 
was arranged by STAfS0K‘ >MOMISK RORENING (association of political 

economists) and the Nor./egian Federation of Industries. Over 350 I 
people attended, including Prime Minister EINAR 0 RiHARDSEN, Foreign I 
Minister H ALVAR!- LANGE, Minister of Connerce ARNE SKAUG and a number I 
of prominent economists and industrial representatives. i 



Professor Erhard lectured on the subject "Die Wirtschaftspolltik 
der Bundesrepublik Deutschland unu die Europiische Wirtschaftsintegratiorf 
(the economic policy of the German Federal Republic and European 
economic integration). 



In his Introduction the professor described the critical conditions i 
in Germany up to the currency reform in 1943. He frankly admitted that i 
Germany itself was to blame and had to overcome the difficulties on * 
its own. How this had been achieved he related with great skill and | 
conviction in his almost 2-hour lon L . lecture. Mr. Eebard’s economic I 
philosophy is well known from his book "Wohlstand fOr alls" and earlier I 
lectures . 



My social market economy is based on two principles, he declared; 

Freedom and order. Free price mechanism end free competition to the i 

greatest degree possible. On the other han. , economic policy ie up i 

to th« government. The gov r ament must direct the efforts of indivl- i 

duals and business into the right channels so tnat the total result 

will be the highest degree of prosperity for all. Order end freedom i 

are inextricably bound together. Order without freedom leads to force, i 

freedom without or^cr to chaos. This applies to international coops- i 

ration as well as national economy. Before World War I we had a good 
systmn in the old golu standard, which made the coun. ries live within i 

their means. Touay the situatio is different. The government ie i 

responsible for economic developments; it is within its power to create 
sound and stable condition;; *f it employs all thv economic means at 

ios disposal to that end. In the international economic cooperation ; 

much lias been achieved through OEEC and EPU. But the negotiations 
on expanded cooperation throu<;h a free trade area seer, to have reached 
a critical point. For now national sacrifices are required, and so the 
countries hesitate, .he ueu.n.s for ha moniaation are typical. One 
: forgets t, it t \ ry i -u of ^nere.-.sir.., economic cooperation in Eurore 
’ it based cm the ,.i t ir. patterns of Mm nations. It ‘he i 
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differences are levelled out, the Tree crude idea will lose much 
o*. lzb sub; tancc. One , oes not su, -t v.dtn h rmonization, - 
harmonization is a goal. 

Mr. Erhard pointed out t the large German foreign exchange 
reserves touay represent a disturbing element in European payments 
relations. It is not a desirable situation for West Germany , as tha 
surplus accentuates the price pressure. The reason for the high 
surplus lies in the rates o i exchange, an intra-currency "calculation 
Mistake", Mr. Erharu strongly emphasis eu that there will be no 
revaluation in Germany, however. Nor would he agree to an inflationary 
policy to bring Germany into line wit- other countries. We Germans 
knov that initiation really is, he said, and we ..o not want it again* 
Discussing the various conor.ic systems, the professor stated that 
high prouuction and strong economy will may thrive in a communist 
state, but v.e do not want such a sy. tem, and must therefore work out 
another. Europe is no homo geneous continent, and our great problem 
is to co-ordinate all the conflicting interests. Gen rally, we may 
say that the economic system we must arrive at ;uat be based on 
teclmoit'gical progress and research, and have as its goal differentiated 
consumption and vjays of life. 

Mr. Erhard strongly stressed the need for wiae European cooperation 
to avoid sharp economic fluctuations and create a stable economy. 

But this must no happen at o he expanse of the purchasia. power and 
stability of the currencies. In connection with the establishment 
of a free traae area*it is of prime importance to create a new inter- 
national payments system as a basis for increasing traue. A monetary 
fund ..ith the advantages of the old golu standard but without its 
disadvantages . 

'urope today is squeezed between two big powers - the Soviet 
Union and the United States, and all the problems that arise on that 
account emon: trate that we nc Ion, r can sc and alone, politically 
or economically. Nevertheless there are many countries which hesitate 
to join the fre trade area, in the belief that a protectionist 
commercial policy w ill oe to their auvantage. So it might, but only 
in the short run. These coun ries, or circles in the countries, fail 
to take into consideration tnat all countries in the Ion: run will 
benefit from into ration in a European ree traae area. We must 
endeavour to co-ordinate all conflicting interests in a cooperation 
based on the sovereignty of Uic individual country. A free trade area 
has political aspects as well. It is necessary to reckon with some 
.egree of political integration, ive^ though it is the assumpti that 
the free trade area based o national sov ;reiynty. In my vi. , 
a country is not lipe ..or economic i r. . ^ration with others before 
it is ready to acco t the political con: ''uenc wS. 

With re r to i..* rvl;.. t.. >ru. > t ■- u the European common raarketJ 
and the free tra .e a/o: lx- Srhcra euplmsx/c. i tnat the common 

1 8 no ctis urbin uy r xn tiu Euro eon int>. ration plans. It is 
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bela: argueu that the co-ui'cn arket will be.- dis. rindnatory * That i 
is not the objective, it Is ,he consequence of a customs union* j 

It is of the uu.ost importance tliat a firm policy be adopted, 
designed to prevent trade war aria a split of the European countries, 
and the instrument we have is a Eu.opean free trade area, Mr. Erhard 
declared* 



Po.lowin the lecture there was a discussion, which the professor 
concluded with these words: When Germany and Prance with all their 
dissimilarities and old conflicts can join a common m rket, there is 
no argument *.t all to prevent the Wcjt-European countries from 
reaching agreement on a free trade area. A free trade area is both 
essential and inevitable. It can be established, it ou./it to be 
established, and it : ust oe established. No country can take the 
responsibility for uestroying the plan. 



The discussion ..as opened by Bank Kianager JOHAb jkM,AN;?:.R, 

{ BEN NOkbK!. who pointed out tbit one of the principal 

problems in the free trade n.gotiations is the tariffs with the outside 
world* Europe imports raw Materials ana food anu exports manufactures, 
and low tariffs are necessary for the competitive status. Another 
problem that must be solved i.; t .e imbalance in international payments* 
If a European monetary fund is established, it will be necessary first 
to adjust European rates of exchange* The economic policy of tbs 
European countries must be co-oruinuted to a reater extent. 

Director J0AK1M IilLSM, private businessman; mentioned that the 
people of Norway on the whole are in avor of a free trade area, but 
the condition must be that isn anu fish products are included. Mr* 
Erhard replied that he could not guarantee this, but that lie would 
do his best. He said that the Gorman market at any rate will be 
open for -ish an.; lisa products* 

Financial Counselor nIVIh*. KulCih Ministry o* Finance, asked 
Mr. Erhard to work for join action by the OHEC countries to counter 
the economic eclinc anu ,.v.t expansion goin ; again. The extreme 
debtor and creditor positions in EPU are a threat to progress in 
Europe, and the situation is ag xavatou by the lo . international 
liquidity, he stated. 
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